Introduction
After decades of war and years of economic turmoil after unification, Vietnam embarked on economic reform, Doi Moi (which literally means renovation), in 1986 with a clear intention of lifting the country from economic crisis. The housing sector, which is perceived as a locomotive for economic development as well as a vital necessity for ordinary people, has been put at the centre of the reform. The housing sector in Vietnam has been transformed from a socialist system, in which the state had total control in terms of the supply and allocation, towards a market-oriented system dictated by the laws of supply and demand. However, housing reform in a transitional economy is not a straightforward planned move on the drawing board but a process that involves complicated interactions between the state and the market. It is even more delicate in Vietnam as she aims to develop the reform within a largely intact political system dominated by the Vietnamese Communist Party. In addition, the road to market reform in transitional economies is, arguably, 'path dependent', and experience in Eastern Europe and China is unlikely to be able to be replicated in full in Vietnam. Cultural and institutional legacy would definitely affect the path of development. Likewise, a low level of industrialisation and urbanisation in Vietnam, compared with her ex-socialist comrades, would also make a big difference.
It is the aim of this paper to examine the urban housing reform in Vietnam in the last two decades. It will focus on the interactions and contradictions, brought along by the housing reform, between the state and the market, the commercial and social ambitions as well as the economic and the political goals. Against the backdrop of the changing role of the state in the development of housing policy and the creation of the housing market, this paper discerns Vietnam's efforts in striking a balance between economic development and social objectives and her struggle in forging the political will for reform against the pressure from the old bureaucracy and the conservative mindset.
The paper is divided into six sections. The section that follows the introduction is a descriptive account of reform experience in Eastern Europe and China which serves as the back cloth for subsequent discussions. The third section briefly reviews significant developments in the housing market in Vietnam whereas the fourth section explores the interactions between the state and the market. The fifth section focuses on the revitalisation issue of public housing and the incompatibility between a dedicated social ambition and a poor administrative capacity. The final section discusses the roles of the state in the development of the housing sector in transitional Vietnam, highlighting the achievements and the problems, its ambivalent approach and the legacy of the old system.
Experience of Housing Reform in Eastern Europe and China
With the economic system largely mirrored on a Soviet-type central planning system, housing in Vietnam before Doi Moi largely followed the East European housing model. Such model is described by Hegedüs & Tosics (1996) as the exclusion of the market, the omission of housing costs from incomes, and the control of housing resources and distribution by state institutions. Vietnam, together with China, were the earliest reformers of the old socialist system. Yet it was the latecomers, Soviet Union and East European countries, which caught up fast with their wholesale embracement of the market economy. Starting with abrupt political reform, such countries replaced the old single party authoritative rule overnight by a multi-party democratic system of Western style. Such political change also necessitates a fully fledged move towards the creation of private ownership and the construction of a pluralist society (Hegedüs & Tosics, 1998) . On the one hand, complete privatisation of housing offers the quickest means in the creation of private ownership on a massive scale and this was achieved in such countries, either by transferring state ownership of housing to outside owners or via equal access vouchers, for free or at low cost, to sitting tenants (Gray, 1996) . On the other hand, decentralisation of power from the centre to newly restructured local governments, though varied across countries in its extent, has resulted in the creation of independent power of the local governments in administering local urban and housing services (Hegedüs & Tosics, 1998) .
Yet, the 'big-bang' approach adopted by the former Soviet Bloc encountered rather serious problems at the beginning. For instance, among the 17 countries in Central and Eastern Europe surveyed by Hamilton (1999) , all of them experienced a drop in real GDP between 1990 and 1993 and all but three countries had hyperinflation at the same time (with inflation peaking at 10 155 per cent in Ukraine). Such economic turmoil also created a negative impact on housing-national output of housing dropped substantially in the earlier years of reform, house prices rose much quicker than the increase in salaries which resulted in serious affordability problems (Renaud, 1995; Hegedüs & Tosics, 1998 ). Yet, many of such problems were merely adjustment conflicts which would stabilise when the economy reached equilibrium (Hegedüs & Tosics, 1998 ) and they did not deter the pace of privatisation in such transitional economies (Renaud, 1995) . Fore-runners like Hungary and Albania were highly successful (96 per cent of home ownership in 1994 and 1998, respectively) and even the laggards such as Czech Republic (59 per cent in 2001) and Poland (55 per cent in 2000) also achieved a high home ownership rate by international standards (Stephens, 2005) .
Concomitant with such temporary teething problems are other structural conflicts which have produced high costs for the society and the economy in these transitional economies. Many of such problems, manageable in the market economy of more advanced capitalist countries, would often become problematic in the transitional economies, owing either to cultural factors or the lack of 'technical means' in handling such conflict. For instance, in Hungary, 10 years after the reform, new owners, who acquired their homes in a give-away exercise of privatisation, still could not adjust to their new position in the market housing system and the corresponding responsibilities they have to take under the new regime (Hegedüs & Tosics, 1998) .
Despite the apparent similarities in the privatisation policy, Pichler-Milanovich (2001) instead argues against a unified model of housing reform in transition economies in Europe. Economic reforms in such countries exhibit initial evidence of 'path dependent' developments which are influenced by "historic and institutional factors before, during and after the socialist period-and current influence and policy 'know-how' of neighbouring EC countries" (Pichler-Milanovich, 2001, p. 176) . Based on the observations on the development of the housing market in 15 Central and Eastern European countries in the 1990s, Scandinavian countries seem to have influenced the housing system in the Baltic countries, so were Southern Europe on south-east European countries and central European countries on Czech Republic. This also matches with the observations made by Tsenkova & Turner (2004) on the size of the public housing sector in 15 transitional economies in 2001 with reference to the influence of Western and Northern European countries in the context of dichotomous unitary -dual housing regimes.
Despite such differentiation, common to most of the transitional economies are the withdrawal of supply side subsidies (at least the explicit subsidies), with Poland as an exception. Whilst Poland set up a new type of social housing operator with a corresponding increase in state investment in housing, all other transitional economies witnessed their supply side subsides being axed. Yet, worsening affordability has pushed most Central and Eastern European countries to introduce demand side subsidies of some kind to mitigate the problem of unaffordability, most of which are targeted at households on low incomes (Lux, 2003) . Interestingly, countries that have developed more efficient or effective subsidies under the new regime were the countries which did worse in the pre-reform era (Lux, 2003) In sharp contrast to the 'big-bang' approach in Eastern Europe, China adopted a much more cautious pace in her housing reform. Similar to her counterparts in Eastern Europe before the reform, the overwhelming majority of housing in cities in the early 1980s were publicly owned (82 per cent) (by work units, 54 per cent and by local government, 29 per cent) and the remaining 18 per cent privately owned housing was of poor quality, most it needing redevelopment . Housing reform in China was formally kicked off in 1980 with a series of small-scale experimental projects in medium size cities, apparently wanting to contain the associated risk. With results of the experimental projects gaining momentum, full scale housing reform was promulgated in 1988 to sell state housing to sitting tenants at a deep discount (Wang & Murie, 1996) .
More fundamental changes were brought forward in 1994 in which the responsibility of the state in housing would be shifted to individuals. Compulsory savings for housing, the Housing Provident Fund which was modelled on the Singaporean system, with contributions from both employees and their employers, was installed to enhance the purchase capacity of ordinary citizens. At the same time, to offset the envisaged turbulence of a newly created market, a dual housing provision will be established. Affordable housing ( jungji shiyong fong) was introduced alongside commodity housing, with the latter sold at market price to ordinary citizens whilst the former targeted at middle to lower income households with support from the central government via loans or free allocation of land. Despite large-scale privatisation of public housing in the 1990s which made the majority of urban dwellers homeowners towards the end of the 1990s, the housing market in China was still sluggish. As the state continued to provide housing to their employees (which subsequently could be bought at deep discount as sitting tenants), the incentive of individuals to mobilise their own resources to acquire housing in the market was thus limited and most newly built commodity housing has to be absorbed by the old welfare housing system (Wang & Murie, 1996) . It is under such context that new housing policies were introduced in 1998 to put an end to in-kind provision from work units and all housing benefit would be 'monetarising' as part of the wage package of employees. The market was then the only venue in which housing need of urban dwellers can be solved, either by renting or buying. The support for house buying was also being enhanced by a more comprehensive housing finance system with funding from the Housing Provident Fund and the banking system. Such a move proved to be effective in stimulating mortgage lending and consequently the home ownership market-in 2003 over 82 per cent of households in cities owned their homes and most public housing was sold to sitting tenants (for instance, in Beijing 87 per cent of public housing was sold) .
Yet the promotion of home ownership has boosted the demand and, unsurprisingly, also created an overheated housing market in late 1990s and early 2000s. For instance, Shanghai's house prices have doubled during 2002 and 2004 which produced an outcry among middle to low-income households who found housing well beyond their means . Such affordability problems should have been pre-empted, at least partially, by the affordable housing schemes in the 1994 housing reform. Yet, most of the affordable housing projects have ended up in a fiasco. The concern for profit margin (so that big and luxury 'affordable' apartments are constructed) and corrupt administrative control (loose income screening) has made more eligible lower middle income households unable to afford the 'affordable' housing and most of such housing units ended up with speculators who were able to make windfall profits on the immediate resale (which was not permitted) (He & Jin, 2007) . This reflects the urgency in balancing the concern for economic efficiency (to develop affordable housing units at the cheapest cost while selling them off as quick as possible) to targeting efficiency (equity in distribution and subsidy) .
More recently, restructuring of China's economy as a result of its integration into the global economy have brought along income polarisation and hardship among low-skilled workers and workers who were being layoff. The Ministry of Construction issued a decree in 1998 to facilitate local governments to develop low-cost rental housing (lianzu fang) for low-income families . However, very few cities have implemented such policy and amongst cities that have such provision, only a small group of the very poorest families were covered . To cope with the increasing demand for social low-cost housing, a new decree was issued in 2007 which reiterates the responsibility of local government in the provision of social housing and calls for an expansion of its target coverage (Ministry of Construction, China, 2007, Decree 162). In order to secure the financial support for low-cost housing, the decree also obliges local government to earmark all the net profit generated by the Housing Provident Fund as well as not less than 10 per cent of the net income from land sale for the development of low-cost social housing.
Creation of Housing Market in Vietnam
Before Doi Moi was introduced in 1986, housing production in Vietnam was monopolised by the state. Housing was distributed exclusively to state employees, via the work units, as a supplement to the low level of wages at a very low rent level which was even not enough to cover the cost of maintenance (Luan & Nguyen, 2001 ). Yet, not only were people outside the state sector excluded from state housing, they were also prohibited from building their own homes. However, owing to the lack of state funding, it is estimated that only 30 per cent of government employees stayed in state provided housing in the early 1990s whilst the rest had to resort to their own means in solving their housing needs (Luan & Nguyen, 2001) .
Housing reform began in 1986 under the general premises of Doi Moi. Provision of rental housing for state employees was terminated in 1992. From 1993 onwards, rents of state-owned housing were raised and this was accompanied with an adjustment of the salaries of state employees in order to offset the impact of rent increases. The new direction of housing policy then was to stimulate housing production and to establish a viable housing market for the improvement of living space and housing quality. Important moves include the establishment of the legal basis for land and housing ownership and transaction as well as the marketisation of the building materials industry. A new Land Law came into effect in 1993 which consolidated the land use right of individuals as well as the right to sell and exchange. A governmental decree (Decree 61/CP, 1994) was also issued which specifies the administrative procedure in the trading of housing. With the Caught between Plan and Market 313 creation of a market for housing, the state's involvement in housing production has been transformed from a direct provider and financier, to market player and enabler. The private sector was expected to take up a bigger share in the production of housing which would be supplemented by public -private partnership.
To further boost the production of housing, the ban on self-help building activity was lifted at the end of the 1980s. Local governments, via various state institutions, began to allocate land to state employees for self-build activities. Housing production was further boosted in the late 1990s by a series of directives in encouraging investment by large developers, such as exemption of land premium and tax breaks. Former state housing production units, which have been marketised, became major players in the housing market. At the same time, investments by foreign developers were also encouraged. They were granted favourable land lease schemes, tax breaks and an increased level of autonomy in running their projects. This resulted in a housing boom in many urban cities of Vietnam. In Hanoi, for instance, 300 000-400 000 square metres were added in the early 2000s and more than 1 million square metres floor area were added to the stock each year after 2003.
There has been a clear shift in housing production by sector from the 1990s into the 2000s. During the 1990s the majority of new housing production was carried out by private individuals on a small scale. Yet from 2001 onwards, the bulk of housing production in Hanoi are larger scale housing projects built by both public and private developers. More than 70 large housing projects were completed by the end of 2004, most of them by state and municipal housing companies. Table 1 shows the change in housing production by sectors from 1999 to 2004.
Privatisation of the state-owned housing stock (termed 'socialisation of state housing' in Vietnamese) was introduced in 1994. Despite the introduction of a deep discount and several additional incentive schemes, the response was lukewarm. It was only after 2002 that the demand picked up. Up to 2006, 12 years after the programme was introduced, only half (58 per cent) of the state housing stock was sold to sitting tenants (VietNamNet, 2007) . At the same time, from the late 1990s to 2005 the housing ownership structure in the urban areas has clearly been shifted from predominant state sector to private ownership. (Table 2) . Further adaptation to the market mechanism came with the new Land Law in 2003 which terminated the privilege of developers in land premium exemption, which had been employed by local governments in exchange for a proportion of the completed units for their redistribution. The new system from 2004 onwards put an end to the barter system. Revenue collected by local governments in land premium, which would then be set at market price, would be used to fund the development of social housing. The Real Estate Law, enacted in 2006, further boosted the housing market with the introduction of a comprehensive legal framework for land and housing transaction, leasing of land and property, real estate services and pricing of real estate.
State and Market Interactions

Mediating Role of the State
Despite the end of rental housing allocation to state employees in 1992, the state still continued to provide housing for state workers. It was made possible by the barter system (mentioned in the previous section). Private developers were required to surrender 20 per cent of the housing site, or 30 per cent of completed floor space to the local government which would then be resold to "state employees and salaried workers in other economic sectors who are in need of housing" (Decision 87/2004/Q §-UB). Nominated buyers of such housing units could enjoy a discounted price (at cost) and favourable repayment terms (mortgage was then not the norm of house transaction). Developers were compensated with reduced (or even exemption of) land premium and tax breaks. In projects initiated by the local government, developers could even be directly subsidised for infrastructure development on the behalf of local governments. The government also intervened in controlling the price of new production to ensure that they were affordable to state employees. For instance, in Hanoi, developers were required to sell 50 per cent In its path to market reform, the Vietnamese state has withdrawn from direct housing construction and subsidies as well as gradually faded out the dual price systems. Yet the housing boom has also created an overheated housing market (for instance, residents of Ho Chi Minh City queued up for the whole night for new dwelling units) but most of such new production ended up in the hands of speculators who were well connected to the developers. The state is under political pressure to secure on the one hand housing resources for its employees whereas on the other hand to curb housing speculation. Hence, the state has to continue its high profile intervention in the housing market in channelling housing resources in the market to state employees at a cost they can afford. Capital gains tax may also have to be contemplated in order to curb speculation .
Role of the State in Urban Redevelopment
In urban redevelopment, the state adopts a facilitating role but reframes itself from direct involvement. Private developers are allowed to initiate urban redevelopment projects and they are entitled to indirect subsidies like loans from the Municipal Investment and Development Fund at low interest, tax breaks and other forms of interest subsidies. Direct subsidies like reduction of land premium and even cash subsidies can be granted to projects with low profit and high social impact. Yet, developers are responsible for the compensation and relocation of residents.
An apparent contradiction in urban development is the conflict between social and economic needs. For instance, the plan directive in Hanoi intends to control building height in the inner city in order to contain the growth of population density. However, this is obviously at odds with the financial viability of redevelopment in which developers need to build more units in high rises in order to offset the high cost of relocation and compensation. Constraints imposed by the plan directive thus held up many redevelopment projects on the drawing board. Pressing demand for an acceleration of urban development has pushed the central government to loosen the control by allowing local government the flexibility to adjust their planning directive for cases where there is burning need for redevelopment (Decree 34/2007/NQ-CP).
Yet by far the most controversial and baffling issue in urban redevelopment centred on the requests from ground floor occupants who often utilise their ground floor units for commercial activities. Under the redevelopment directive of Hanoi municipality, they will only be offered upper floor units as compensation, partly owing to the plan in reassigning the ground floor for open and communal space and partly because ground floor units are important income sources for the municipality. This triggers intense resistance from ground floor business operators who regard themselves losing out both in their investment 316 H.-A. Tran & N.-M. Yip of properties (big value difference between upper and ground floor units) as well as future income from their business. Complicating the issue further is whether the public space they illegally enclosed previously for their business should be counted towards the assessment of compensation. Incidents of intensive protests did occur in some areas which held up the process of redevelopment. Yet unlike some cities in China in which resistance against redevelopment was brutally suppressed by the state, the Vietnamese state is more tolerant and the use of force for evacuation is nearly unheard of.
Problem of Affordability and Inequality
The quest for high profit has driven developers, private and public alike, to squeeze into the higher end market. For instance, in Hanoi, the price of new apartments can reach US$100 000 -200 000 per flat which is 10-20 times the annual income of an average worker. Hence, only a small group of wealthy middle class are able to afford such apartments. At the same time, housing inequality has also exacerbated. Households can live in congested homes as low as 2 m 2 per person and in sharp contrast, wealthier households can enjoy living space as big as 10 m 2 per person and this gap is increasing (Nguyen, 2005) . Although developers are obliged to earmark a certain proportion of their newly produced units for state employees (Decision 87/2004/Q §-UB), the high cost of down payments (e.g. up to 70 per cent of the house value in Hanoi) they required, apparently wanting to recover the capital upfront amidst an underdeveloped housing finance system. This has made low-income workers out of reach for new flats. Even early schemes of low-income housing (built before 2003) requested a high down payment of 50 per cent of the house value (vietbao.vn, 2003) . This has been reduced to 30 per cent in recent years to ease the capital constraint of home buyers. Recently there are suggestions to lengthen the repayment to between 25 and 40 years in order to reduce the income burden of home buyers and brings the repayment to income ratio to within 10 per cent (laodong.com.vn, 2008) .
As mentioned earlier, the local authority required housing developers to surrender a proportion of their newly produced housing units (Decision 87/2004/Q §-UB). These are to be sold at 'favourable price' or 'priority price for state employees'.
1 However, as house prices are high for most state employees (at US$50 000 per unit) and a down payment of 70 per cent is requested, more than one-third of those who were offered to buy did not take up the offer (DoThi.net, 2006c) .
As public rental housing has not been made available, average and lower income groups have had to rely on private renting. Yet the private rental sector is a neglected and largely unregulated sector with poor quality housing stock and tenants who are predominantly immigrants, the majority of whom are poor or without legal residence status. These socially vulnerable private tenants also enjoy neither tenure security nor rent protection.
Privatisation also exacerbates the problem of housing inequality. The privatisation policy, particularly the sale of public housing to sitting tenants at deep discount, benefited high ranking government officials and war veterans many of whom are well situated both economically and politically. With their social and political connection, they were often able to acquire better housing in the newly created housing market at a favourable price whilst at the same time earned windfall profit by reselling their old public housing. It was the younger households and low-income workers, either not eligible for the home ownership incentives or unable to afford home ownership, who were left behind in the old housing as tenants (Tran & Dalholm, 2005) .
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Ambivalence towards Market Reform
Despite the fact that market reform was well received in Vietnam, there is also considerable ambivalence expressed by both ordinary citizens and government officials. For instance, a survey in early 2002 on public views towards the opening up of the national economy (Duckett & Miller, 2006) reveals that an overwhelming majority (76 per cent) of the general public in Vietnam thought that market reform brought advantage to the country (against 5 per cent that thought it did not). Yet, it was the same group of respondents who would also demand more government intervention in the market economy, 69 per cent of them thought that the government should be more interventionist whereas only 10 per cent thought it should not.
Painter (2006) made a similar observation on state pay reform-"[state pay reform] is not just connected with marketisation but also, somewhat paradoxically, with a strategy to reassert state control and legitimacy through realigning official policy so as to corral local practices" (p. 341). Although institutional and organisational adjustments have been introduced to rationalise the changing state -market interaction, such changes are far less profound than what they suggest at the surface. The party state would strive hard to make sure stability is maintained while the transition can be largely under control or at least being contained, together with the business interests being generated by the reform process (Painter, 2005) . Unlike her counterparts in the former Soviet Union and Eastern Europe, market reform in Vietnam is less driven by the ideology to embrace capitalism or by the political pressure imposed by a newly introduced democratic system as in those countries. The reform has been compelled by the pragmatic need to tackle the economic crisis and hence the pace of reform was more cautious and conservative. Pham (2003) compares market reform in China and Vietnam and remarked that Vietnam's policy on the privatisation of state-owned enterprises appears to be less embracing and more or less adopted a stop-and-go approach of retaining the state sector as a 'guiding component'. Such backlash is well demonstrated in the housing reform and the provision of state housing, which will be further elaborated in the sections that follow.
Public Housing Revitalised
Housing for the Needy
The problem of affordability and growing housing inequality expose the inadequacy of the housing market in solving the housing need of the disadvantaged groups. Public opinions begin to focus on the shortage of public housing for the needy as a major cause of housing problems in urban areas, especially among low-income households and workers in large industrial zones (Ministry of Construction, 2005) . The shortage of rental housing for students and migrant workers is particularly acute in Hanoi and Ho Chi Minh City which drives up rents in the private rental sector.
The new Housing Law that came into effect in 2006 clearly marks a renewed intention of the state to develop public housing for civil servants. Two categories of public housing are specified: 'social housing' and 'service housing'. Whilst the latter is staff quarters for state/municipal employees tied to their employment, the former (either rental or owner occupied) is targeted at low-income employees who do not have adequate housing (Article 53). Incentives are reinstated for developers to develop social housing in the form of land premium reduction or tax breaks and even direct state subsidies if they also provide infrastructure development for the social housing projects. The urgency of housing for 
Ambitious Social Goals and Poor Implementation Capacity
The Vietnamese government has a clear ambition to provide housing for the socially disadvantaged groups-the poor 2 and people in the 'policy' category. 'Policy housing' is developed for the latter group which is funded fully from the state budget and targeted at war invalids, 'senior revolutionaries' (people who joined the revolution before 1954) and the family of war heroes. On the other hand, poor and disadvantaged households can get help from the 'solidarity housing' scheme which is only partially supported by the state. Such schemes are implemented by local communities and part of the funding has to come from humanitarian organisations and individuals.
The state also initiates housing projects, 'housing for the poor' scheme, for people on state benefits. 3 Built with the state budget, apartment housing units were either rented or on a rent-to-buy arrangement to eligible households. Yet, such experimental housing for the poor was quickly found to be a failure. The poor administrative capacity of local government has not been able to enforce the resale embargo. Most such housing units were resold, in less than one year of occupation, to ordinary buyers for a profit. Similar outcomes were also observed in several other policy housing projects in which only a few original beneficiaries still stayed. At the same time, incentives were also offered by the state to the private sector to develop housing for low-income households. Yet publicprivate partnership for low-income housing appears to be largely ineffective. On the one hand, such incentives are not attractive enough for private developers whereas on the other hand developers are also deterred by the complicated bureaucratic procedures of investment approval they have to undergo (DoThi.net, 2006b) .
A similar fiasco was also witnessed in 'housing for the low income' scheme which was state-developed owner-occupied housing for state employees. Intended to be sold at 'noprofit' price to households on low income, most of such housing units were beyond the reach of low-income state employees as buyers were required (e.g. in Hanoi) to pay a down payment at 70 per cent of the selling price (and the rest was to be paid by instalments over 20 years). Hence such housing units ended up in the hands of whoever could afford them. This obviously defeats the stated policy objective. Even worse was the loophole in the system that enabled speculators to defy the resale embargo and make windfall profits from the gap between the discounted and market price on reselling the housing units which they should not have been allocated in the first place. Corruption and irregular practices in allocation have obviously offered a shortcut for the speculators to exploit the cracks in the system.
Although housing for the low income is considered an important goal of housing development, there is no consensus on who should be the low-income households. Some argued for the average income (VND 825 000 (US$51) per month in Hanoi in 2006) (Do, 2006) to be the threshold whilst others suggested instead a low level of VND 500 000 (US$31). In addition, whether only the 'deserving' poor (people with contribution-state employees, workers in large industrial zones, etc.) be included is also contentious (Nguyen, 2006) . Lack of consensus in defining the target group of poor households has slowed the implementation for the policy of housing for the poor.
Caught between Plan and Market 319
Old Hierarchy Returned
From the start of the housing reform, state employees have all the way been gainers of the new policies. Not only did housing privatisation, with deep price discount, benefit state employees in purchasing their dwellings, state workers continue to be the main beneficiaries of recent housing initiatives. For instance, new housing units which the municipalities acquired from private developers are redistributed to state workers and their purchasing power is further enhanced by housing loans from the state. In 2006, the Housing Development Funds were introduced in Hanoi and Ho Chi Minh City which offer low interest loans up to 70 per cent of the value of the house, yet only state employees (subject to other criteria) are eligible (DoThi.net, 2006a) . Likewise, Hanoi city intends to develop, up to the year 2010, a limited social rented housing stock for people who cannot afford to buy. Yet such social housing is targeted only to "young households, newly graduated professionals and workers getting payment from the municipality budget" (Nguyen, 2006) but excludes workers on contract as well as seasonal workers and workers who are unemployed from the housing system.
The new Housing Law, issued in 2006, even openly favours state employees. Targets for social housing in the new housing is restricted to "specific categories of employees" of "low-income employees that do not have adequate housing" which are then further narrowed down to "state employees, officials, government staffs, military officers, professionals in the defence forces" and a limited section of workers in the private sector: "workers working in the economic zones, industrials areas, production areas, high tech areas, and other groups as specified by Governmental decrees" (QD 76/2004/QD-TTg, Article 53). As such, it excludes low paid workers in the private sector, people engaged in small family businesses, those who do not have regular work and the unemployed. Hence, in sharp contrast to the system of social housing in many other countries which targeted people on low income, state employees as the main targets of social housing in Vietnam seem not to be highly justified. Although the average income of state employees is somehow lower than their counterparts who work for projects with foreign investment, they are considerably better off than those who work in the private sector (Table 3) . State sector jobs are also relatively more stable vis-à-vis their counterparts in the private sector. A more convincing explanation of setting state workers as the target of social housing is the regression to the old way of responding to political demand of loyal supporters of the state albeit by means of resource distribution has been substantially altered. It also shows that the reform is still based on the old ideology and supports the old hierarchy. 
Concluding Remarks: State and Market in Transitional Vietnam
Similar to other transitional economies, housing stands at the forefront of the economic reform in Vietnam. Owing to its close link with people's daily life, easy transfer of ownership and the multiplier effect it generates on the economy, privatisation of housing has become a handy symbol of economic reform. Vietnam also clearly demonstrated its initial determination to engage a fully fledged reform in the housing sector. On the supply side, it withdrew from direct production of housing fairly early in the reform. This was not a difficult task for the Vietnamese state as housing production was already very low before the reform. State housing organisations were soon turned into market operators and they had to compete with other newly established market players. Land was released for private or quasi state developers for the construction of market housing for sale. Lifting of the ban on private construction also instantaneously boosted self-build activities. On the demand side, state housing was put up for sale to sitting tenants at a deep discount. The state has been picking up fast in making new laws and regulations on property rights and property transactions that are necessary for the market to develop and operate. Outcomes of the housing reform also appear to be encouraging. Both housing production as well as home ownership rate have been steadily on the increase. Secondhand housing transactions were also beginning to take off which indicates that the creation of a fully operating housing market is on the way. Yet, masked by the apparent 'success' of housing privatisation is the continuation of the old socialist way of housing provision. Under the reform policy, the state has to relinquish direct involvement in the production of housing and privatised state construction enterprises. But former state production units that have been marketised still maintain substantial linkages with their former mother state organisations and usually have advantage in getting state projects. This produces a negative impact on competition in the market. On the consumption side, private developers were asked, before 2003, to surrender for free a certain proportion of the completed housing units to local governments for distribution to state employees in exchange for the reduction of land premium. Whereas after the new Land Law in 2003 in which the system of land leasing premium was formalised, local governments would buy from private developers at prevailing market price. Experience from China in the mid-1990s has suggested the negative impact such practice would have on the long-term viability of the housing market, albeit Vietnam is less reliant on the state in providing housing for their employees. It nevertheless illustrates a mistrust of the state in the ability of the market in solving the housing problem of the already relatively better off state workers who at least have a moderate but stable income.
However, compared to China, Vietnam displayed, fairly early in the reform stage, a clear social ambition in addressing the housing need for the socially disadvantaged. Yet programmes of social housing turned out to be twisted by lobbies of vested interest factions as well as pragmatic administration considerations. Despite the widespread problem of housing affordability for the low income and those who are out of work, most of the 'low-income' housing projects are for sale and charge a high level of down payment (up to 70 per cent of the housing price) which is beyond the reach of most low-income families. At the same time, targets of the new rental public housing (which responds to the demand for housing of the poor) are limited to state employees-an apparent move to secure the loyalty of the supporters of the state. It also illustrates that housing reform in Vietnam is based on the old values and built on the old political hierarchy. Apparently driven by pragmatism but not an ideological Caught between Plan and Market 321 commitment, market reform in Vietnam has, from the start, only half-heartedly been embraced by the state and ordinary people alike. The legacy of the socialist system and the resistance to the reform have back-lashed and the old ways of working have been restored albeit with a substantial reconfiguration in appearance.
Hence, despite the fact that the paper only focuses on some special aspects of the Vietnamese housing reform such as the struggle between market aspiration and social concern, it suffices to unveil the conflicts between dedicated political goals and poor implementation capacity, as well as how the old value still underpins the housing reform, contributing to the restoration of the old social hierarchy. These issues are, however, shared by many housing reform processes of transitional economies-the changing yet confusing role of the state, ambivalence in the creation of the housing market, and issues of affordable housing and social equity.
Notes
